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ASC GROUP, INC.

1869 37" Avenue
San Francisco, CA 94122
Voice: (415) 661-1192

Fax: (415) 704-3371

18 December 2002

Mr. David C. Childs

Office of Management and Budget

725 17th Street NW

New Executive Office Building, Room 9013
Washington, DC 20503

Dear Mr. Childs,

ASC Group (ASC) has reviewed the revised Circular A-76 and appreciates the opportunity to provide our
comments. While great improvements have been made, we hope that our comments will provide
additiona insight and practical application to your efforts.

The desire to engage in an A-76 competition has frequently been overshadowed by the redity that
projects lack the tools and support to actually conduct the intention of the Commercial Activities
program. This lack of tools is why many wel-intended agencies smply look for ways out rather than
way's to execute the A-76 program.

ASC has provided its tools and procurement expertise to projects in the U.S. and internationally, to such
countries as Canada, the United Kingdom and Austraia. For the past 10 years, ASC has held the same
goals for holding successful competitions recently adopted by the OMB. Competitions using our tools
allow governments to hold competitions with a time to award of less than 1 year. We have developed
procedures and processes supported by our tools to assist the field users to successfully implement the
principles of conducting a fair and defensible source selection. Beyond this we have developed the
associated tools to manage and monitor the contract after award. As such we have implemented true life
cycle contract management processes around the world.

The attached review provides our detailed comments for your consideration. We have referenced the topic
and provided background comments followed by our suggestions where we have solid recommendations.
We have aso included a section called “Solution” for many comments. This section states how our
process and software (called TF! and SeeSOR) address the problem indicated.

We are happy to provide further information should you have any questions on our comments,
recommendations or solutions. Please contact either Steve Blancq at (919) 847-6686 or Dan Everest at
(415) 661-1192 for further information or assistance. We would ke pleased to assist your department in
your efforts to design and implement this new policy.

Yourstruly,

s B o T, FE A

Stephen D. Blancq, Partner (/% Danidl L. Everest ., Partner Y
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ASC Gp, Inc. Commentsto OMB Circular A-76 (Revised):

Page 1 and 2 states:

Palicy:
e. Designate, in writing, an assistant secretary or equivalent level official with
responsibility for implementing this Circular (hereafter referred to as the 4.e.official).
Except as otherwise by this circular, the 4.e.official may delegate, in writing,
responsibilities to comparable officials in the agency or agency components.

f. Centralize oversight responsibility in one or more offices.

g. Require full accountability of agency officials designated to implement and comply
with this Circular through annual performance evaluations.

ASC RESPONSE:

Question: Accountability will be difficult when non-standard approaches are taken to the
competition. Is performance to be measured on holding the competition or on awarding good
contracts that achieve quality and savings and then sustain both quality and savings over time?

Suggestion: Performance should be measured on fair awards that sustain both quality and
savings over time.

Attachment B, Page B-2

LIMITATIONS AND CRITERIA.
1. Limitations When Performing a Standard Competition.
a. Deviations. Agencies shall not deviate from the Standard Competition procedures

or timeframes required. At competition announcement (start date), the 4.e.official
(without delegation) may waive the timeframes required to complete a competition,
if the competitions particularly complex, and issue a revised completion date, with
notification to the Deputy Director for Management, OMB. The 4.e.official (without
delegation) shall receive prior written OMB approval to use an alternative
Competition process or make a specific procedural deviation from this Circular.

ASC RESPONSE:

Comment: Waiving of timeframes should rarely if ever be necessary. ASC Group Inc. (ASC)
provides a process with software tools to award the most difficult of projects in 12 months or
less. For example, in 1997 the Canadian Chief of the Air Force had initially declared a
competition for provision of the Goose Bay O&M services to be too large and complex (this was
an A-76 type of competition). They looked to ASC to help them accomplish a fast, successful
competition. ASC conducted training in November 1997 and the project was awarded in
October of 1998 (11 months).
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Suggestion: The intent of the new version of the A-76 is to force the issue and establish
responsibility of managers to perform and be accountable. By making the process of classifying
a project as “Complex” too easy, many projects will needlessly be classified as “Complex”. It is
our experience that the most complex of projects can be completed in 18 months. This
paragraph should also mention that “Complex” projects might be allowed 18 months plus a one-
time 4-month extension. Suggest that 18 months be set as an upper-limit for complex
competitions and approval of Deputy Director of Management of OMB should be necessary for
extensions.

Attachment B, Page B-2

b. To Justify a Source. Agencies shall use Standard Competitions to justify the following:
(1) Commercial Inter-Service Support Agreement (ISSA). A Commercial ISSA
performed by a public reimbursable source.
(2) Most Efficient Organization (MEO). Continued agency performance after
completion of an MEO ’s performance period in a previous Competition.

ASC RESPONSE:

Comment: ASC experience working A-76 type competitions in the UK (MOD), Canada (DND)
and Australia (ADF) is that having the MEO compete is a common practice.

However, the MEO must be monitored for sustained performance and compliance to budget
with the same rigor as if a commercial firm had won the work to be performed. Systems must be
in place to revise the PWS as changes occur (changes in outputs as well as changes in
guantities). Failure to manage the MEO will result in another significant effort to conduct the
next competition.

To protect the fairness of the original competition, it is crucial that the savings attained in the
source selection (MEO or private sector) be achieved and maintained with no reduction in
quality of service. Without a complete contract management effort, history shows that the
savings originally forecast are lost and long-term costs often exceed the original base-line costs,
while often suffering lower quality as well.

Suggestion: A standard approach to bid preparation with pre-formatted software issued to all
bidders based on the PWS will reduce the advantage the private sector has in experience of bid
preparation. The software should include tools to validate the completeness of the solution, and
facilitate evaluation of the MEO or Bidders’ ability to meet performance requirements and
perform at acceptable quality levels. ASC’s experience with its TF! Bid software in other
countries where A-76 type competition rules apply indicates that there is a much more level
playing field when the MEO uses standardized tools and training.

Additional tools to extend the bid software to post-award financial and quality management
should be incorporated into the ISSA or Contract. This approach allows savings and quality
maintenance with minimum effort.

Solution: ASC’s TF! Bid and Financial Management software and SeeSOR Quality
Assurance/Control software have proved valuable to customers in establishing a robust financial
management of the MEO and objective performance measurement with minimum effort. NOTE:

Page 3 of 20



ASC Group, Inc. www.ascginc.com

San Francisco, CA Raleigh, NC
1.415.661.1192 1.919.847.6686
dan everest@cs.com steve blancq@csi.com

ASC Software is Commercial Off-the-Shelf configurable to any project (Support service or
Capital Acquisition with life cycle support).

Attachment B, Page B-4

C. STANDARD COMPETITION PROCEDURES.
1. Preliminary Planning For Public Announcement.
a. Preliminary Planning. Prior to public announcement (start date) of a Standard

Competition, agencies shall: (1) determine the activities and positions to be competed,
(2) conduct preliminary research to determine the appropriate grouping of activities as
business units consistent with market and industry structures, (3) assess the availability
of workload data, work units, quantifiable outputs of activities or processes, agency or
industry performance standards, and other similar data, (4) establish data collection
systems as necessary, (5) designate Competition Officials, (6) determine roles and
responsibilities of participants in the process and their availability for the duration of the
process, and (7) develop a preliminary completion schedule. (See paragraph D. for
Special Considerations.)

ASC RESPONSE:

Suggestion: The planning process can be facilitated through the use of pre-formatted software
to organize the information described in items (1) through (4) above. In addition, a meaningful
and objective measure of quality before the competition will provide statistics of whether or not
there has been a quality of service change associated with the reduced cost of service.

If the required information is entered into the pre-formatted TF! Bid software that was previously
suggested by ASC, the transition from competition design to execution will be seamless,
meaning that the Preliminary Planning phase before the start date will not unnecessarily delay
the start of the project.

Through this integrated Preliminary Planning/Competition Execution approach, significant
savings in the time and cost of conducting the competition can be achieved.

Solution: These are the results experience by ASC customers with the systematic application
of TF! and SeeSOR prior to competition.

Attachment B, Page B-4

b. Competition Preparation Considerations.
(1) Designation and Responsibilities of Competition Officials. Before public
announcement, the 4.e.official shall appoint, in writing, the following Competition
Officials: ATO, CO, HRA, SSA, and AAA. These officials shall be appointed in
accordance with paragraph D and may be appointed for each or all Standard
Competitions. The 4.e.official shall hold these Competition Officials accountable for the
timely and proper conduct of Standard Competitions through the use of annual
performance evaluations,
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ASC RESPONSE:

Comment: ltis difficult to hold officials accountable if they are not provided the tools and
training that will enable them to produce the required results. When officials must take actions in
order to meet a timeline they may not necessarily achieve the long-term benefit of sustainable
savings over current costs or assuring the same or better quality of services.

Suggestion: Ensure Competition Officials are provided with the tools and training required to
meet required outputs, or adjust outputs to those under direct Competition Official control.

Solution: The ASC process and tools allow for full responsibility by the Competition Official for
producing the required results.

Attachment B, Page B-5

(3) Timeframes. A Standard Competition shall not exceed 12 months from public
announcement (start date) to Performance Decision (end date), unless a deviation is
granted. The 4.e.official may grant a one-time six-month extension if approved by the
Deputy Director of Management of OMB.

ASC RESPONSE:

Comment: “Deviation” from specified timeframes should rarely if ever be necessary. ASC
provides a process with software tools to award the most difficult of projects in 12 months or
less. For example, in 1997 the Canadian Chief of the Air Force had initially declared a
competition for provision of the Goose Bay O&M services to be too large and complex (this was
an A-76 type of competition). They looked to ASC to help them accomplish a fast, successful
competition. ASC conducted training in November 1997 and the project was awarded in
October of 1998 (11 months).

Suggestion: This paragraph should include comment about the designation of “Complex”
projects. Approval of the Deputy Director of Management of OMB should be required for
designation as a “Complex” project. This paragraph would then be consistent with Attachment
B, paragraph 1.a Deviations.

Itis ASC's experience that the most complex of projects can be completed in 18 months. This
paragraph should also mention that “Complex” projects might be allowed 18 months plus a one-
time 4-month extension. Suggest that 18 months be set as an upper-limit for complex
competitions and approval of Deputy Director of Management of OMB should be necessary for
extensions.

Attachment B, Page B-5

(5) Centralized Oversight. Agencies shall centralize oversight responsibility in one or
more offices to facilitate fairness in competitions and promote trust in the process.
Agencies shall allocate resources to effectively apply a clear, transparent, and consistent
competition process based on lessons learned and best practices.
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ASC RESPONSE:

Comment: The use of a proven structure common to most projects will be necessary for a
centralized oversight to function efficiently, effectively and fairly. The past practice of vastly
different ways for projects to be conducted will make it nearly impossible for over-site since the
reviewer must spend considerable time in understanding the technical and financial details of
the project.

Suggestion: Lessons learned are habitually documented in the field but are seldom used by
those who would benefit from the experience of others. The solution is to establish common
software driven process and systematic application of a defined process routinely supported by
the software. The software should be modified as generally applicable lessons are learned.
Coordination of software upgrades should be coordinated through Centralized Oversight.

Solution: TF!is a proven bid tool that in-house teams, contract authorities and Commercial
bidders (winners and losers) have lauded as fair and trustworthy. The common structure and
approach (although modified to meet the unique requirements of each project) makes for an
efficient review and audit of details. Training in TF!//SeeSOR is commercially available and open
to all players (Government staff, MEO staff, consultants and commercial bidders), minimizing
the impact of turnover. For those employees that participate in centralized over-site, the training
makes it easy to maintain effectiveness and fairness.

ASC Group, Inc.’s TF! and SeeSOR products have evolved over the past 10 years in this very
manner. Through application in over 70 major service-contracting actions around the world, true
global “Best Practice” and lessons learned have been embodied in the software and processes.

Attachment B, Page B-5

(6) Relationship to the Budget. In accordance with OMB Circular Number A-11,
Preparation and Submission of Budget Estimate, the 4.e.official shall identify savings
resulting from completing Standard Competitions.

ASC RESPONSE:

Comment: The OMB Circular A-11 focus is primarily on Capital Assets and does not address
service contracts. “Baseline Assessment and Identifying the Performance Gap” (from OMB
Circular 11) when used in the context of service contracts is usually poorly performed in
practice. Establishing performance baselines for services is nearly non-existent. Post award
performance management (when it is performed) often does not make objective measurements
of the service being provided and cannot track performance changes over time. Much less,
compare current performance to a baseline.

Suggestion: A specialized process for budget preparation and cost savings should be
established specifically for service contracting.

Solution: TF!is a proven tool for budget preparation, tracking and analysis (an employee of

Qantas Airlines stated that the TF! financial model would work better for preparation of the
annual budget than their current process and would be considerably more useful...Qantas has
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purchased several TF! licenses). SeeSOR is a product that can establish baselines and track
performance over time.

Attachment B, Page B-5

(7) Cost Estimates. An agency or public reimbursable source shall comply with
Attachment E to develop cost estimates used in Standard Competitions. Agency
budgetary costs shall not be used in cost estimates unless prior OMB written approval is
received indicating these costs reflect the full cost of government performance to the
taxpayer.

ASC RESPONSE:

Comment: While Attachment E provides a good high-level summary, the basis for the detail in
establishing the MEO is not provided. For example how best to calculate Personnel costs and to
minimize the irreducible spare capacity inherent to the organization. No tool is provided to assist
the MEO is analyzing and optimizing organizational restructuring to make (and prove) the
minimization of irreducible spare capacity of the workforce while still guaranteeing the
performance standards are met. The MEO should at least perform the detailed analysis
performed by the commercial sector when preparing bids. The lack of consistency between
commercial bidders and the MEO makes audit and over-site difficult.

Suggestion: Make specialized tools and processes available to agencies that provide
consistency between projects. Consistency of approach for service contracting will benefit the
agencies as well as the bidding community. Historically, the use of providing a common tool will
improve quality and reduce costs (consultants to agencies will require less time...thus lower
cost, to produce a consistent quality estimate).

Solution: TF!is a proven tool that has been successfully used across many different
contracting environments. Internationally large firms have already vetted the structure and
approach of the TF! process and software.

Attachment B, Page B-5
2.The Solicitation and Quality Assurance Surveillance Plan (QASP).

a. Solicitation. In addition to FAR requirements, the CO shall consider the following
when developing and issuing a solicitation.

(1) General. The solicitation defines the activity, the performance standards and
performance periods required. Development and issuance of the solicitation requires
determining an agency ’s requirements, gathering workload data for the PWS, and
includes releasing the QASP. A PWS that is developed in a Standard Competition
shall be performance based with measurable performance thresholds and may
encourage innovation. Agencies shall not issue a solicitation that increases, or places
additional risk on one offeror over another; violates industry service or service
grouping norms; or omits statutory obligations or necessary regulatory
requirements.
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ASC RESPONSE:

Comment: QASPs vary widely between projects even for the same service or outcome to be
provided. Clear performance standards are not often contained in the PWS. QASP and the
PWS must be prepared in an integrated manner to ensure that the performance standards
specified in the PWS are what are objectively monitored. Furthermore, post award changes to
the PWS must also be reflected in new or revised QASPs. As performance standards may
change the QASPs must be updated along with the PWS. In practice this does not happen due
to the lack of a tool that integrates the PWS and the QASP.

Suggestion: A database of performance based requirements for recurring services and the
associated objectively measurable QASPs should be established and made available.
Considerable efficiency can be attained with the use of a database pre-populated with recurring
services and the associated QASP. Time and effort to conduct competitions can be even further
reduced.

Solution: ASC has such a database and is available with SeeSOR. This database can be
made accessible over the Internet.

ASC has always advocated the release of QASPs with the PWS. Properly prepared QASP will
ensure the development of robust performance standards in the PWS if the PWS requirements
and QASPs are linked. Synchronized PWS with QASPs will provide the service providers much
clearer understanding of the customer’s performance expectations. Where this system is in
place before competition a baseline can be established and realistic performance measures can
be established based on current accepted performance.

Attachment B, Page B-8

(15) Quality Assurance Surveillance Plan (QASP). The QASP identifies methods used
to measure performance of the service provider against the requirements in the PWS. A
quality control program (QCP) is also included in prospective offers and tenders to
guarantee satisfactory performance. The agency may rely on the service provider to
monitor daily performance. The agency retains the right to inspect all services. The 4.e.
official shall assign individuals responsible for the QASP that are external to the selected
service provider (i.e., agency, private sector or public reimbursable source) to perform
guality assurance.

ASC RESPONSE:

Comment: The prime objective of government monitoring should be to validate that the
contractor’s Quality Control Program is producing valid analysis of performance.

Suggestion: The Contractor’s Quality Control Program should be open for the government to
review. ldeally, the Government’s QA systems and Contractor's QC systems should be shared,
reducing administrative overhead as well as redundant inspections and finally,
miscommunication generated through application of different systems and vocabulary.
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Solution: SeeSOR is designed to be a shared program with Government and Contractor
populating the same database. Comparison of Government observations can be made to
Contractor observations to produce a clear validation (or not) of the contractor's QCP.

SeeSOR provides graphical analysis of performance trends and other valuable reporting data.
SeeSOR allows the establishment of Lower Control Limits on performance. The database is
shared across a local/wide network or on an Internet server. This functionality allows the
Centralized Oversight to be able to examine all projects’ performance by logging on to the
databases associated with different projects using SeeSOR.

SeeSOR allows for the identification of significant non-compliances through the use of an
integrated Corrective Action Reporting (CAR) system. This system tracks the identification of
issues, proposed solutions, approved solutions, implementation and follow-up. Time to resolve
CARs is tracked and reported.

Attachment B, Page B-8

(2) Developing the Agency Tender. The ATO shall develop an Agency Tender that
responds to the requirements and bid structure stated in the solicitation. The ATO shall
prepare the Agency Tender in accordance with the requirements of Section L
(Instructions, Conditions, and Notices to Offerors or Respondents) and Section M
(Evaluation Factors for Award). The Agency Tender shall also include the following: (1)
an MEOQO, (2) Agency Cost Estimate developed in accordance with Attachment E, (3) the
MEO ’s Quality Control Plan (QCP), and (4) the MEO ’s Phase-in Plan. The Agency
Tender shall exclude the exceptions noted in paragraph C.2.a. (13). The ATO shall
provide the certified Agency Tender in a sealed package to the CO by the due date
stated in the solicitation. Failure to submit the Agency tender on or before the due date
established in the solicitation may result in the Agency tender not being considered.

ASC RESPONSE:
Comment: Agreed.

Suggestion: Use a standardized approach designed to seamlessly integrate all of the above
stated objectives.

Solution: The TF! process provides commercially tested, tried and true software that allows the
ATO the basis upon which to develop a competitive commercial-quality detailed bid. The
software is compared to the commercial or other offers at the time of competition making direct
comparisons possible and meaningful. The TF! process includes the appropriate input into
Section L and M of the RFP.

The use of SeeSOR means that there is no need for a QCP to be developed from scratch since
the framework is already in place. The ATO need only prepare the QCP to address how
SeeSOR is implement and managed at the project level.

The tender is then auditable with adequate detail to perform meaningful and useful analysis.
Historically, MEOs have benefited from the use of TF! in a way that levels the playing field and
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has proven fair from the commercial sector perspective (this increases private sector
participation when the process is considered fair and objective).

Attachment B, Page B-11

(b) Cost/Price Realism.

1. Agency and Public Reimbursable Tender. The SSA shall subject Agency
Tenders and Public Reimbursable Tenders to a Cost Realism analysis to
determine if the cost estimate reflects the requirements of the solicitation. The
SSA shall validate the Agency Cost Estimates and Public Reimbursable Cost
Estimates to determine if the estimates have been calculated in accordance
with Attachment E and the solicitation. The SSA shall not assess monetary
values for non-quantifiable elements of an Agency Tender or Public
Reimbursable Tender. The SSA shall be responsible for the accuracy of cost
data on Lines 7-18 of the SCF (see Attachment E) during source selection. The
ATO shall respond to SSA requests for adjustments to the Agency Cost
Estimate and make changes in accordance with paragraph C.3.a.(3).

2. Private Sector Bids and Cost Proposals. The SSA shall conduct price or cost
realism on private sector offers during source selection as provided by the
FAR. The SSA shall not assess monetary values for non-quantifiable elements
of the private sector offers.

ASC RESPONSE:
Comment: Agreed.

Suggestion: Use a standardized approach for integrating the preparation of the PWS with the
preparation of Cost Estimates. Then use the Cost Estimate approach to structure the Bid
templates so that all bids can be readily compared, in the same structure, to the Cost Estimate.
This will ensure true “apples-to-apples” comparison and eliminate uncertainty as to which bid
has most accurately responded to the RFP. This approach is critical when making Best Value
decisions that are defendable.

Solution: The TF! process is designed around making comprehensive analysis to determine
Cost Realism. The first step in making a meaningful Cost Realism is the preparation of an
Independent Government Estimate (IGE) by the PWS team. The TF! process uses the IGE as a
concurrent exercise to the development of the PWS. In this way the PWS is validated by
financial confirmation of the cost of services (this is a baseline cost adjusted for know variations
to the PWS). Significant differences may represent an indication that the quantification is
incorrect or that work requirements have been omitted. The PWS is refined until the IGE can be
reconciled to some known (or expected) baseline.

Throughout the evaluation process the IGE is compared to the MEO and other bids taking into
consideration the technical solution proposed and making allowance for efficiencies or
innovation of the proposed solution. This process produces a meaningful evaluation of Cost
Realism.
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Any selection of an unrealistic cost is surely a false economy and results in unsustainable
savings.

Attachment B, Page B-11 and 12
(3) Negotiated Acquisition.

(@ Exchanges with Offerors or Tenders During Negotiated Acquisitions. On the
due date for receipt of offers and tenders stated in the solicitation, the CO shall
open the Agency Tender, private sector bids, and public reimbursable tenders.
Exchanges between the SSA and the ATO, officials responsible for public
reimbursable tenders or other offerors after receipt of proposals may include: (1)
clarifications, where offerors clarify certain aspects of proposals or resolve minor
or clerical errors where the CO intends to make award without discussion, (2)
communications to address issues that must be explored to determine whether a
proposal should be placed in the competitive range, and (3) discussions, which
are undertaken after establishment of the competitive range with the intent of
allowing the offeror to revise its proposal and are intended to maximize the
government's ability to obtain the greatest overall benefit based on the
requirement and the evaluation factors set forth in the solicitation. Exchanges
that occur during a Standard Competition shall be governed by the procedures
set forth in FAR 15.306,except that the following special procedures shall also
apply with respect to exchanges involving the ATO.

ASC RESPONSE:

Comment: Proper and complete documentation is the basis for the defense of any decision
made by the SSA. In the event of protest clear and easy to use documentation simplifies the
defense, increasing the likelihood that the decision will be upheld.

Suggestion: There is a need for structure to the evaluation to facilitate the identification and
then clarification of issues regarding the tender, whether it is the ATO’s bid, commercial bids or
other bids. When issues are clearly identified by both technical and financial evaluators the
exchanges between the SSA and offerors is fair, detailed and focused on the issue at hand.

Solution: TF! has established a software support and documentation system used during the
evaluation process that facilitates evaluation, scoring, exchanges between the SSA and offerors
and protest support. TF! was designed for and has been used in Low Price Technically
Acceptable (LPTA) and Cost/Technical Tradeoff (CTTO) source selections in the UK, Canada,
Australia and the US. All clients have fou